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The Labour Party's Statement on European Unity 


Measures for closer union among the peoples of Western 
Europe have been taking shape during the last three years. But 
what has been done has been left in the hands of Ministers, with 
general consent or at any rate acquiescence, and political issues in 
a party sense have not hitherto been raised. The appearance of the 
Labour Party’s Declaration on 13 June may be interpreted as a 
first step towards bringing the implications of the policy into the 
political arena, and inviting the British public to consider whither 
they are bound. 

The Declaration starts by expressing the Party’s ‘pride in the 
contribution which the British Labour Government has made 
both in launching, in fuelling, and in steering this great move- 
ment’. But the time has come ‘to define more clearly both the 
purposes of European co-operation and the form of unity’. Great 
Britain’s participation, the Declaration insists, is conditioned by 
certain special circumstances. Her post-war problems cannot be 
solved by uncontrolled market forces. Her position as nerve 
centre of the Commonwealth and banker of the Sterling Area 
must be preserved. Moreover, the need is not only for Western 
European unity but for unity throughout the free world. ‘Unless 
\merica’s strategic, economic, and political activities are closely 
ntegrated with those of Europe, Africa, and Asia, the non- 
Communist world will be dangerously weakened.’ The conception 

f a European “Third Force’ is regarded as too narrow. “The 
Labour Party welcomes the extension of European planning for 
peace and prosperity to cover the Atlantic community as a whole. 
We also look forward to its further extension over the Common- 
wealth and Asia, until we have achieved organic unity throughout 
the non-Communist world.’ 
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Further, the manifesto emphasises that for Western Europe the 
central question is this. ‘Should the peoples of the existing Euro- 
pean States surrender to a supra-national authority some part, or 
all, of the constitutional powers which they exercise at present? 
Or should unity continue, as now, to be pursued through co- 
operation between responsible Governments by mutual consent?’ 
The manifesto has thus brought fundamental problems into the 
sphere of domestic political debate. 

By way of comment, it may be pointed out that M. Schuman’s 
recent proposal to place the coal and steel industries of France, 
Germany, and other countries under a single authority has brought 
the last question into the foreground. The creation of such an 
authority for a field which, if limited, is yet of high importance 
raises all the constitutional problems inherent in federation. The 
Labour Party declares that it would like to see ‘that the Schuman 
proposals are shaped in the interests of the peoples as a whole’. 
But on the wider issue it is opposed to the creation of a supra- 
national authority for any purpose of European co-operation. Such 
is the existing balance of parties that a European Parliament would 
be anti-Socialist or non-Socialist in character. A Socialist Party 
could not surrender important fields of national policy to a 
European representative authority with a permanent, anti- 
Socialist majority. ‘Foremost among the causes of democracy’s 
weakness in some parts of Europe is the failure of democracy in 
those areas to provide full employment, social justice and econo- 
mic stability.’ 

Accordingly, the Labour Party does not favour the transforma- 
tion of the Council of Europe into a European Parliament with 
legislative powers. ‘New constitutional forms can only follow, 
not precede, the growth of a genuine European community.’ Nor 
is ‘an economic union based on dismantling all internal barriers 
to trade, such as customs duties, exchange controls, and quotas’ 
any better. Not only would it ‘in the short term cause serious dis- 
location, unemployment, and loss of production’, but it would 
frustrate the application of ‘the methods of democratic socialism 
as practised in Britain and Scandinavia’. ‘Socialists would of 
course welcome a European economic Union which was based on 
international planning for full employment, social justice, and 
stability. But international planning can only operate on the basis 
of national planning. And many European Governments have not 
yet shown either the will or the ability to plan their own economies. 
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It is natural that a party manifesto should view a great new 
departure of policy in relation especially to its own aims and 
ideals: there are, in any case, formidable difficulties in the way of 
a federal authority for Europe, and a party which opposes it is 
not for that reason to be characterized as obstructive or isolationist. 
But the Labour Party Declaration has little constructive to say 
of these difficulties. Its case against a supra-national authority is 
primarily that it would not favour socialism. Democratic principles, 
it implies, certainly mean the acceptance of the policy of the 
majority, but they do not require a community following one 
policy to accept merger in a larger community favouring quite 
another. 

The Labour Party also assumes rather too easily that the 
problem of full employment has been solved. Political parties 
everywhere have readily accepted the fashionable economic 
doctrines on the subject. But those doctrines are really still sus- 
pended in the realms of theory, awaiting a practical test. And 
very little that any Socialist Government has done in the past five 
years can be linked up with them. 

On the other hand, there is perhaps more substance in the fear 
that merger in a Western European union might endanger the 
measures of social justice to which Great Britain has become 
committed. Both the severe direct taxation and the system of 
controls, in which these measures are embodied, can only be 
enforced by a kind of social discipline which seems to have been 
found uncongenial to some at any rate of the peoples of Western 
Europe. 
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Prospects for a European Payments Union 


[HE second year of Marshall aid is drawing to a close; on 1 July 
the European Recovery Programme enters upon its third year. 
As this note goes to press, plans for 1950-1 are in the final stages 
f preparation. 

Much of the work of the Organization for European Economic 
Co-operation (O.E.E.C.) has hitherto been concerned with alloca- 
tion among members of the dollars made available by the United 
States. As American aid dwindles, the emphasis in O.E.E.C.’S 
ctivities is beginning to fall less on division of aid, and more on 
ntra-European co-operation of various kinds. A striking example 

this tendency is the plan being prepared for a European Pay- 
ments Union, to take the place of the (second) Intra-European 
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Payments Agreement which lapses on 30 June 1950. This new 
scheme will put arrangements for intra-European payments on a 
‘multilateral’ basis. In other words, it will permit European 
countries to pay off a current deficit with one trading partner by 
using a surplus earned with another. . 

Since the early post-war years, and up to recent times, trade 
and payments between Western European countries have been 
carried on on a bilateral basis, because some currencies were 
‘weaker’ than others, and could therefore not be made freely con- 
vertible into ‘stronger’ currencies. No one regarded the bilateral 
payments mechanism as a satisfactory long-term solution, and 
the possibility of making arrangements for multilateral payments 
within Europe, and eventually with other parts of the world, has 
been under consideration all along. 

When the O.E.E.C. countries concluded the first Agreement 
for Intra-European Payments and Compensation in the autumn 
of 1948, the time was not ripe for reintroducing the multilateral 
mechanism. This agreement was therefore based on the principle 
of bilateral settlement of accounts. Under it, so-called ‘drawing 
rights’ were established by countries anticipating a surplus in their 
trade with certain individual trading partners; these drawing 
rights could only be used by the specified beneficiary. In the second 
(1949-50) agreement, bilateral drawing rights were established as 
in the preceding year, but a proportion of them (roughly one- 
quarter) could be transferred by the beneficiary to any third party 
who was a member of O.E.E.C. and with whom he was in deficit. 
This provision introduced the first element of multilateralism into 
European payments. 

The new project for a European Payments Union goes a good 
deal further towards multilateralism. Although, at the time of 
writing, the final agreement has not yet been published, some of 
its main features are now fairly well known. They are as follows: 

(1) Members of the European Payments Union (E.P.U.), which 
will include all O.E.E.C. countries, will be able to offset deficits 
arising out of current transactions with one set of fellow-members 
against surpluses with another set. This will leave each country 
with either a net deficit or a net surplus vis-a-vis members as 4 
group, because most countries’ transactions will not normally be 
in balance all the time. 

(2) A country with a net surplus will, within the limits described 
below, extend a credit to the Union, and one with a deficit will 
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receive credit from it. These credits will be expressed in some 
international unit of account, sometimes referred to as a ‘clearing 
unit’. 

(3) Each member country will receive for its transactions with 
the Union a ‘quota’, probably equivalent to 15 per cent of its 
ide trade turnover with all the other members in 1949. The purpose 
el of this quota is to fix limits within which countries may resort to 
ere the special facilities of the Union to settle unbalances in their 
on- trade and other transactions. According to the latest available 
eral information, settlements with the Union will be operated as 
and follows: 
nts (a) a net surplus or deficit with the Union not exceeding 20 per 
has cent of a country’s quota will be settled by extending a credit to or 

receiving a credit from the Union. 
ent (b) all additional net surpluses within the quota will be settled 


half in gold and half in credit; additional deficits, on the other hand, 


_ by a combination of credits and gold payments, the proportion of 


PINDDADICS 
Site $$ 


eral the latter increasing as the deficit increases. When the quota is ex- 
“iple hausted payments in both directions will have to be made in gold. 
ving Credits will apparently be given for the duration of the scheme. =t 
their (4) A proportion of Marshall aid dollars (possibly as much as c 
wing J $600 million) will be set aside to act as a sort of central currency T 
cond & pool, which will provide E.P.U. with adequate gold resources to = 
sdas @ meet at all times the demands arising out of its operations. " 
one- A certain amount of disagreement emerged in the course of ‘ 
party J negotiation over the size of each country’s quota, the time limit a 
sficit for credits, and the point at which gold payments are to begin. + 
) inte Belgium, in particular, advocated smaller credits and earlier gold a 
payments, while the United Kingdom favoured the extension by - 
good §& the Union of gold-free credits to debtors amounting to two-thirds r 
ne of f their quota, while creditors of the Union should lend up to — 
me of ne-third of their quota without receiving gold payments. More- = 
WS over all credits should be given for the duration of the scheme. "oy 
which J Belgium’s quota is now likely to be less than the 15 per cent fixed | 
eficits J for other countries, and the combination of credit and gold pay- | 
mbers § ments described above is evidently a compromise on the question 
yuntry § of the timing of gold payments and the duration of credits. | 
S$ as é \t one point of the negotiations the United Kingdom asked for | 


lly be eparate status within the E.P.U., in view of the special position 
i sterling as an international currency. The main difficulty appears 
cribed § to have arisen because some countries hold substantial sterling 
balances, and some are willing to accumulate sterling without 
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limit. Under the system described above all current transactions 
in sterling and in other currencies would become subject to ‘off- 
setting’, and would be finally settled in clearing units. Outstanding 
sterling balances would become unusable for the duration of the 
scheme, and sterling would lose some of its value as an inter- 
national means of settlement. At the time of writing it appears 
that a solution has been found for these difficulties on the following 
lines which will permit the United Kingdom to become a full 
member of E.P.U. After the process of ‘offsetting’ has been 
carried through, any net creditor would be free to hold part of 
his balance in sterling instead of in clearing units. The United 
Kingdom would conclude agreements with the countries concerned 
as to the amounts they would hold in sterling. On the other hand, 
net debtors under the E.P.U. scheme would settle part of their 
indebtedness to the Union by drawing upon their existing sterling 
balances. 

Concurrently with these discussions on payments, further dis- 
cussions have been taking place on the liberalization of trade, 
which, it is hoped, will result in the removal of further barriers 
from the European economy. The new payments and trade rules 
between them should virtually eliminate bilateralism from intra- 
European trade. 


ERRATUM 


In the June issue of THE WorLD Topay, p. 231, eleven lines 
from bottom, the figure for expenditure on the three Services 
and on the Ministry of the Interior in Spain should be 46, not 
55, per cent of the total Budget for the current year, as compared 
with 49 per cent in 1948. It is, however, true that the individual 
estimates for the three Services and the Ministry of the Interior 
for 1950 are in each case higher than for 1948. 





Apartheid 


The Political and Economic Consequences 


ON 13 January 1949 the internal political situation in South Africa, 
to which the Government’s racial policies had already attracted 
considerable attention abroad, was thrown sharply into the lime- 
light by the Durban riots. 

Although confined to a single city, and involving only the Native 
and Indian sections of the city’s multi-racial population, the riots 
resulted in 142 deaths, serious injury to 1,087 persons, the destruc- 
tion of 306 buildings, and damage to two factories, 652 stores, and 
to no less than 1,285 dwellings. They were characterized by ex- 
treme savagery, rape, and arson. They can only be described as one 
of the most devastating outbreaks of mass violence that any 
country subject to the administration of peoples of Western 
European origin has ever experienced in time of peace. 

In addition to the personal tragedy which they brought into the 
lives of the innocent Indian victims, the riots, seen in their proper 
perspective, can be considered as nothing short of a national 

ntra- § tragedy, for they epitomised the bitter racial conflict which is the 
dominant feature of South African life today, and which is matched 
bythe enmity between the two schools of thought among the White 
population. ‘The root causes of the inter-racial tension are poverty, 
discrimination, lack of opportunity for advancement according to 
merit, and exclusion from participation in Government, dis- 
abilities from which the under-privileged racial groups all suffer 
in greater or lesser degree. The sharp distinctions between the 
relative positions of Europeans and the non-Europeans are no new 
development. But, whereas until recently the disabilities of non- 
Eu niet a0 labour were being gradually broken down, they are now 
being intensified. And it is at least as much fear for the future, as 
what t hes happened since the election of a Government pledged to 
the rigid enforcement of a policy of segregation, that now intensifies 
racial feeling. 


ECONOMIC RESOURCES OF THE UNION 


uth Africa is a poor country. The prevailing high standard 

ving of Europeans is in sharp contrast with the poverty of the 

remaining four-fifths of the population. But it is only in relatively 

ecent years that the Natives, who form more than two-thirds of 
281 
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the country’s total population, have become acutely aware of their 
poverty. At the time of Union, the Native population lived for the 
most part on its own lands, following its own customs and owing 
allegiance to its own tribal chiefs. 

If the Natives were poor, they were not conscious of the fact, 
Today more than 1} million of South Africa’s Natives live tem- 
porarily or permanently in towns, in which they are excluded 
from many of the amenities enjoyed by the White population, and 
are made forcibly aware of their poverty, since they cannot pay for 
a home and adequate food and clothing. 

The migration of rural populations to serve the needs of industry, 
mine, and farm, and to meet the demand for domestic servants, 
resulted both from the desire of the Native to enjoy the advantages 
of town life and from economic necessity. Soil erosion and soil 
exhaustion have reduced the productive capacity of Native areas. 
Simultaneously improved social services, which have been extended 
to the non-European population, have lowered the Native death 
rate and caused increased pressure on the land. Thus, while forty 
years ago, at the time of Union, the die might have been cast in 
favour of the development of a Native economy parallel to and 
definitely apart from the European economy, such a policy could 
not be made to work today, both because the Native has in the 
intervening years become indispensable to the European, and be- 
cause the Reserves are no longer capable of supporting the indi- 
genous population. From an economic point of view at least the 
trend towards greater urbanization of the Natives is desirable, for 
the agricultural resources of the country are poor and do not 
warrant the maintenance of a high proportion of the population 
on the land. It is worth noting that while six in every ten (one- 
third of the European and over two-thirds of the non-European 
population) are engaged on the land, they earn between them only 
one-eighth of the national income. 

The Indians of the Union are highly concentrated in Natal, and 
their numbers are roughly equivalent to the European population 
of the province. To all intents and purposes they are concentrated 
in Durban. Here, because of the higher Asiatic birth-rate, they are 
soon likely to exceed the White population. It can hardly be main- 
tained seriously that the Indians are not a permanent element in 
the country—witness the failure of the Government’s policy of 
aided repatriation. Moreover, in view of the restrictions on the 
movement of Asiatics, there is no possibility of Durban’s so-called 
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[Indian problem being resolved by a wider dispersion of the Asiatic 
population. ‘he Coloured people are found mainly in the Cape. 
Like the Europeans and Asiatics, they are predominantly urban. 
The future will undoubtedly see a more rapid increase in the non- 
European than in the White population of the towns, and more 












tem- — particularly if white immigration is not encouraged. 
uded As has already been pointed out, South Africa, in spite of the 
, and & glitter of its gold and diamonds, is fundamentally poor. Economic 
iy for § necessity demands the development of the potential skills of the 
. whole population and the fullest use of all material and human 
ustry, — resources. This might easily be done by the fuller and more 
vants, § efficient use of the country’s non-European labour in manufactur- 
itages ing industries, for at present the Union loses the natural advantage 
d soil § of a cheap labour supply by confining it almost entirely to un- 
areas, § skilled work. ‘There is one direction only in which the latent 
ended § abilities of the non-European are being developed. Native and 
death §& Asiatic alike have enjoyed greatly improved education in recent 
: forty B years, and a small but highly educated non-European minority 
‘ast in | has emerged. But the ‘colour bar’ prevents the educated non- 
o and @ European from reaching positions of responsibility, alike in 
could § administration, the professions, and the economic field. It also 
in the & prevents the less highly educated Indian or Native workers in the 
nd be- § towns from making a greater contribution to the national income, 
e indi- § although, given training and opportunity, there is no doubt that 
ast the f they are capable of doing so. 
le, for 
An oot POLITICAL CONSEQUENCES OF APARTHEID 
ulation The Constitution of the country precludes any non-European 
1 (one- § from sitting in the South African Parliament, but at the time of 
ropean § Union the Cape Coloured population were classed as Europeans 
m only § for purposes of administration. They were placed on the common 
electoral roll, although the franchise was limited to men and sub- 
ral, and ject to education and property qualifications. Native interests are 
ulation Blooked after by three elected European representatives in the 
ntrated Lower House and four in the Upper, but the Indians, who have 
hey are vays been considered as aliens, have no vote at all. 
e main- oday the Coloured population, nearly a million strong, are still 
ment it pended insecurely between the White and non-White worlds, 
olicy of t they have many grounds for fearing that they will shortly be 
on the §classihed irrevocably as non-Europeans. 
o-called By the provisions of the Registration of Citizens’ Bill, which was 
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introduced into Parliament during the present session, every 
citizen will, in due course, be placed on a roll and given an identity 
card, which will indicate his or her race. The Register will, in fact, 
serve as a sort of national stud book, and the Coloured population 
fear—rightly or wrongly—that the measure is directed mainly 
against them. That there is at least some justification for the fears 
of the Coloured people is borne out by the Prime Minister’s recent 
accouncement that a Minister would be appointed to take charge 
of a new Department of Coloured Affairs and that the Coloured 
Advisory Council would be abolished, a development which 
quite definitely places them in a separate category from the Euro- 
pean population. In addition, the threat to place the Coloured 
population on a separate electoral roll, and to limit them to only 
three European representatives in the Assembly, irrespective of 
any future increase in their numbers, has not been removed; it is 
merely in abeyance as a result of Mr Havenga’s stand against any 
modification of the Constitution without a clear favourable 
majority. But he himself has declared his approval of the National- 
ists’ Apartheid policy. 

Other recent and pending Apartheid legislation affects the three 
non-European groups in varying degrees. The Mixed Marriages 
Act, which makes marriage between Whites and those of non- 
European descent a criminal offence, and the segregation which 
has been introduced in public transport in the Cape Province, are 
measures which are already in operation. The Immorality Bill, 
which recently passed its second reading in the Assembly, and 
which is regarded as a corollary to the Mixed Marriages Act, 
extends the Act which prohibits sexual intercourse between Euro- 
peans and Natives to Indians and Coloureds as well. 

The present session of Parliament will also see the introduction 
of the Group Areas Residential Bill, apparently designed to 
eliminate existing pockets of non-European settlement in pre- 
dominantly White areas and to make non-European areas exclu- 
sively non-European. The Asiatic Land Tenure Act of 1946, 
passed to prevent further Indian penetration into predominantly 
European areas, caused bitter resentment among the Indian 
population, but the new Act goes further in that it will dispossess 
non-Europeans of their property and tenancy rights in predomin- 
antly European areas. It is the Indian who will be the chief victim 
of this legislation, and he feels particularly bitter about this dis- 
criminatory measure, since in 1946 verbal assurances were given 
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by the Prime Minister, General Smuts, that such action would not 
subsequently be taken. 

Finally, it is the declared intention of the Government to abolish 
the Native Advisory Council, which was set up by Hertzog in 
1936, when Native interests (elsewhere than in the Cape, where 
Natives were already on the common electoral roll) were for the 
first time represented in the House. 


THE ECONOMIC CRISIS OF 1949 AND ITS SEQUEL 


Apart from the prevailing political trends, the economic crisis 
which hit the country in 1949 and from which it has not fully 
recovered, despite devaluation and other Governmental measures 
designed to maintain imports at as high a level as possible, has 
adversely affected the economic position of the non-European. 
The immediate cause of the economic crisis was a fall in the Union’s 
gold and foreign exchange reserves to a dangerously low level 
which called for a drastic restriction of imports. The dissipation of 
the Reserve Bank’s holdings of gold and foreign currency, which 
had been built up to a high level during the war years, was, in 
turn, the result of the ‘spending spree’ indulged in by South 
Africans, both as producers and consumers, as soon as the end 
of the war made large-scale importation practicable. 

From 1945 onwards the country had been over-spending abroad 
at a steadily increasing pace. The margin between merchandise 
sales abroad, supplemented by current gold production and capital 
imports, and purchases of foreign goods—particularly American 
goods—continued to widen. The Union’s gold and dollar reserves 
shrank commensurately until, in November 1948, it became 
imperative for the Government to restrict non-sterling imports. 
In February 1949 the list of prohibited imports had to be extended 
in view of the continued drain on the reserves, but even these 
measures failed to meet the situation, for importers merely switched 
to sterling sources, so that South Africa’s sterling reserves were 
likewise depleted. By June 1949 the Reserve Bank’s gold holdings 
had fallen to £36.6 million and her foreign exchange holdings to 
{2.9 million, while she had reclaimed all but £30 million of the 
gold loan to Britain. 

in these circumstances, the Government was obliged to resort 
to a general and drastic system of import control, the aim of which 
was to limit permits for imports to the amount of foreign exchange 
available from current earnings and capital inflow. The latter 
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source of foreign purchasing power had, moreover, almost dried 
up during the year, in sharp contrast to the position in 1947 and 
the first half of 1948. The effects of the drastic restriction of 
imports were felt only gradually, as stocks were large; but as 
inventories were exhausted, the repercussions of import control 
percolated through the economy, for South Africa is heavily 
dependent on foreign sources for capital goods and raw materials, 
and engaged in a large-scale development programme. Money 
became tighter and the home investment market inevitably 
suffered from this stringency. All these factors had their effect on 
the labour market, although the patches of unemployment 
affected in general the non-European rather than the European. 
For the Native, the immediate result was a stricter enforcement 
of the provisions of the Natives Urban Areas Act, which enables 
Local Authorities to promulgate legislation forbidding an un- 
employed Native to remain in an urban area. So long as the 
industrial demand for unskilled labour remained unsatisfied, 
Municipal Authorities disregarded this enabling Act; but they now 
see in it an opportunity to solve the acute Native housing problem, 
which is causing them serious anxiety, by sending the unemployed 
Native out of the towns, although he often has no alternative means 


of livelihood. The potential threat of European unemployment 
also resulted in action to protect the European worker. ‘The Native 
Building Workers’ Bill, designed to safeguard the interests of 
European artisans in European areas by prohibiting the employ- 
ment of Native labour in most types of construction work, is one 
such measure. Another is the replacement of Native caretakers in 
Government offices by Europeans. 


EFFECTS OF DEVALUATION 

No widespread agitation for an extension of the ‘Civilized’ 
labour policy, which reserves many types of employment for the 
White worker, has occurred, since in September 1949 devaluation 
brought a measure of relief to the critical import situation. The 
decision to devalue sterling, and with it the South African pound, 
raised the price of gold in terms of sterling by practically one-third 
and thus substantially increased the foreign purchasing power of 
the country. Gold and dollar reserves began to increase again 
almost immediately, and the Government was soon able to pro- 
mise some relaxation of import controls in the near future. But 
devaluation only went part of the way towards solving the econo- 
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mic crisis. The increase in the quantity of goods which can be 
purchased abroad through the higher sterling price of gold is not 
anything like as large as a 30 per cent devaluation might at first 
sight appear to imply. In the first place, each unit imported from 
the dollar area costs considerably more than before, and South 
\frica is not in a position to dispense entirely with American 
imports. Secondly, the price of imports from the sterling area has 
also risen to some extent, because of the area’s dependence on 
dollar sources for certain indispensable raw materials and capital 
goods. These two factors, coupled with rising costs of production 
in the gold mines and in other South African export industries, 
have considerably offset the immediate gains from devaluation. 

It appears, then, that devaluation, together with the renewed 
inflow of capital which has accompanied it and which is reflected 
in the higher level of the foreign exchange holdings of the Reserve 
Bank, will not free the country from the need to restrict imports, 
although to a reduced extent, in the future. Nothing short of re- 
valuation of the dollar in terms of gold could automatically bring 
about that balance in the international accounts of the Union which 
is now being achieved the hard way—by import control. South 
Africa has been saved by miracles before, but such a miracle at 
present is most unlikely. 


THE NEED FOR MARKETS AND ITS IMPLICATIONS 


In the circumstances, the expansion of South Africa’s own 
manufacturing industries appears highly desirable. Secondary 
industry has made spectacular strides since 1939. Between that 
date and 1947 there was a 16 per cent increase in the number of 
manufacturing establishments, a 35 per cent increase in the 
number of Europeans employed in secondary industry, and a 
42 per cent increase in the number of non-Europeans so employed, 
‘he value of gross output rose from {199,617,000 to {491,813,000 

a 146 per cent increase. And even when allowance is made for 
rice increases, the rise was of the order of 30 per cent. But the 

tinued development of secondary industry depends directly on 
expansion in the size of the market, both internal and external, 
h its products can reach. This expansion calls for a reduction 
sts by greater efficiency and larger-scale production. Unless 
are reduced, South Africa cannot hope to increase the 
me of manufacture exports, which is very small indeed. 
1946, for instance, the value of manufactured goods exported 
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was only {£24 million. The creation of a larger internal market, 
a pre-requisite to large-scale production, is dependent on a rise in 
the standard of living of the non-European worker. 

Yet the ‘colour bar’ to advancement from unskilled to skilled 
work, which is the basis of the existing wage structure, involves 
waste of the country’s labour resources and tends to prevent the 
rationalization which is necessary for economic production. It also 
keeps the purchasing power of the non-European population at a 
very low level. Some relaxation of the ‘colour bar’ in employment 
is essential to the eventual expansion of secondary industry. 

It is true that between 1939 and 1947 the wages of non- 
Europeans employed in secondary industry went up by no less 
than 268 per cent, while Europeans’ salaries and wages increased 
by only 111 per cent, and that the average real earnings of Euro- 
peans in manufacturing industries rose by only 40 per cent, while 
those of non-Europeans increased by 114. But to affect the size of 
the internal market the earning capacity of the non-European must 
be allowed to rise much higher. At present European wages in the 
mines, in manufacturing industry, and in the public transport 
services are on the average something like five times as high as 
those earned by the Native. The Indian employee’s wage packet, 
although bigger than the African’s, is also much smaller than that 
of the European, while the Coloured wage-earner to-day occupies 
an intermediate position between the Asiatic and the White 
worker. The disparity between the earnings of the different 
racial groups could clearly be narrowed considerably to the 
benefit of the community in general. 

For these reasons it is more than unforcunate that current 
economic policy tends to restrict the non-European’s opportuni- 
ties for employment. Such a policy must inevitably increase costs 
of production at a time when South Africa’s most urgent need 1s 
to bring them down nearer to world levels. It is not only on account 
of the political situation, but also because of the economic position 
of the country, that future developments will be watched with 
anxiety. 

M. H. A. 











The New Regime in Turkey 


THE victory of the Turkish Democratic Party at the elections of 
14 May is of twofold significance. In the first place it means that 
the move towards westernization launched by Ataturk has not been 
halted, and in the second that authority has now passed to the 
rising middle class from a group of men who had always had 
power and who considered government their vocation. 

_ For twenty-seven years affairs in Turkey were managed by the 
team who had fought with Ataturk in the war of independence 
from 1919 to 1923. They consisted of some members of the 
intelligentsia already Europeanized and with a record of national- 
ism dating from the days of the Young Turks; of dissident mem- 
bers of the old aristocracy; of big landowners and of military men 
whose tradition did not let them accept defeat. When the hour of 
victory came, and Anatolia—due for partition under the Treaty of 
Sévres—became once again Turkish, as did Eastern Thrace and 
Constantinople, these men took to power as their legitimate 
reward. ‘They were given posts of importance within the People’s 
Party which enjoyed absolute rule of the country from 1923 to 
1946, except for two brief interludes. The first lasted from 1924 to 
1926, when a ‘Free Party’ was tolerated but had to be dissolved 
because its leaders were alleged to be indulging in revolutionary 
activity against the Kemalist régime. The second occurred in 1930 
when a well-meaning liberal party was exploited by religious 
fanatics and inspired local uprisings which ended in bloodshed. 

The People’s Party had immense authority: it nominated all 
the candidates to Parliament; it debated in camera within its 
Parliamentary group all important bills and motions and decided 
he result of discussions within the Assembly, which naturally 
ended in unanimous decisions. Within each vilayet, its local repre- 
sentative, together with the governor and the chief of the gen- 
darmerie, commanded the highest respect. 

The first effective challenge to the People’s Party was to come at 
the end of the war, when a motion was placed before the Grand 
National Assembly by a group demanding greater democratiza- 

n and protesting against the use of martial law, justified by the 
sovernment by a pretended danger of external attack. The 
motion alleged that martial law thus applied aimed mainly at 

making sure of popular support. The result of the motion was that 
| the deputies involved were expelled from the Party. After having 
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passed as ‘independents’ in the Assembly—which ever since 1939 
had contained some independent deputies within the framework of 
the People’s Party—they formed the Democratic Party under the 
leadership of Djelal Bayar. 

Bayar’s record made him fit from the first to lead some kind of 
peaceful revolution in Turkey. A civilian, he could appeal to the 
middle classes who were relatively tired of rule by military men— 
for both Ataturk and Inénii were soldiers first and statesmen after- 
wards. His career had always placed him in contact with business. 
As a young man, Mahmut Djelal, as he then was, had joined the 
staff of the Deutsche Orient Bank in the little town of Bursa, whose 
merchant community had always been large in relation to its size, 
chiefly because of its trade in silks. Being extremely intelligent, he 
became at the age of twenty-three one of the bank’s most important 
officials. But he left the bank to organize the Smyrna Committee 
of the Union and Progress Party, a party which had effected the 
1908 Revolution. After the crumbling of the Ottoman Empire he 
joined the struggle for independence and became a regional com- 
mander. Under the new régime, he was Minister of National 
Economy until 1924, but then relinquished his post to become 
head of a State-controlled bank, the Business Bank. He became 
Minister of National Economy once again in 1932, and was Prime 
Minister in 1937. He then abandoned the Premiership three 
months after Indnii’s accession to the Presidency. ‘Throughout his 
career he had shown concern not only for the future of Turkish 
industry, but also for the establishment of a liberal Turkey. 

It was, in fact, the economic situation which he eventually used 
as his platform. The growth of a Turkish middle class had been a 
long process. In a country where over three-quarters of the popula- 
tion live on the produce of the soil and are almost on subsistence 
level, where communications are inadequate, where industries 
are not developed and where capital is timid and unsafe, the middle 
classes form a very small section of the population. The Republic's 
first concern had been the achievement of internal stability. 
Inspired by Ataturk’s dynamic personality, the people of ‘Turkey 
had first of all to learn to think of themselves as a part of the 
Turkish nation rather than a part of Islam. This had meant the 
country’s secularization, the adoption of a Westernizing policy in 
dress and in legal codes (the Swiss code was adopted), and the 
emancipation of women. Economic development came only as 4 
second problem, but a problem all the same. The method adopted 
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reflected the ‘paternalistic’ attitude of the People’s Party. When 
the laws for encouragement of industry, which granted tax 
exemptions and guaranteed home markets to would-be industrial- 
ists, failed to secure the foundations of extensive industry 
(obviously desirable not only on grounds of economic welfare but 
also of prestige), State participation in industry was adopted. 
‘Etatisme’, as it was called, was to proceed under the aegis of a suc- 
cession of Five Year Plans, and Turkey was in 1934 the first 
country to adopt such a system outside Soviet Russia. It involved 
the setting up of State industrial undertakings both in basic and 
consumer goods industries, which would often compete with those 
set up under private enterprise. 

It is strange that precisely this tenet of ‘Etatisme’ should be set 
as a target for criticism by the Democratic Party. For Etatisme 
flourished in ‘Turkey mainly during Djelal Bayar’s tenure of office 
at the Ministry of National Economy. He and his colleagues 
must have concluded that the extra impetus which the war gave to 
Turkish industry (the index of industrial production showed an 
increase of over 56 per cent at the end of 1948 relatively to pre- 
war figures) meant that industry could well proceed under its own 
power, provided it felt itself secure from the darts of State com- 
petition and crippling maladministration. But it was not only the 
economic policy of the Government which was under attack. The 
press was continuously hampered by regulations which resulted in 
summary suppression of papers for alleged subversive activity. A 
greater freedom of speech was demanded and strong criticism of 
higher circles was implied. These protests found a ready echo 
amongst the leaders of the Democratic group who favoured all- 

ind liberalism—provided of course that extremists of the Right 
and Left were kept under control. The People’s Party was aware of 
the discontent which prevailed throughout the country—in the 
towns because of the four-fold increase in the cost of living, in the 
countryside because of the increasing difficulties of maintaining 

zricultural production, which remained on the whole below the 
pre-war figure. ‘They tried to relax current restrictions and sug- 
ested that greater freedom might be extended, if only a second 
higher Chamber was set up to restrain any bid for freedom from 

thin the Assembly. This move did not win the favour of the 
Vemocratic Party, who saw in it a further attempt to give the 
reins to the professional politicians, the diehards, even though the 
roposed Chamber was to be bi-partisan. 
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In its contest with the People’s Party, the Democratic Party was 
able to exploit the divisions reigning inside the ranks of its chief 
opponent. The younger members of the People’s Party, brought 
up within Ataturk’s spirit of reformism, found themselves at 
variance with the members of the old school, those of the type of 
Saracoglu and Peker, men with little respect for democratic 
methods. Defections within the party followed each other rapidly, 
and the formation of the Nationalist Party, on the whole represent- 
ing economic and political reaction, even though at times it was 
prone to declarations of liberal faith, meant that just as for the 
young the Democratic Party held many attractions, the Nationalist 
Party held hopes for the old. 

If the Democratic victory is significant in marking a shift in 
power from a group to a class, the defeat of the Nationalist Party 
is of equal if not greater significance. It is strange that this should 
have escaped Western commentators. A Nationalist Party victory 
would not only have meant economic retrogression, but also a 
return to Islam. The gap which secularization had made in Turkish 
moral life had become particularly apparent since 1939. The 
‘spiritual rearmament’ which had taken place in Western Europe 
had affected Turkey as well, especially as the vice and corruption 
in the cities were apparent to the members of the older genera- 
tion. After strenuous debates the People’s Party had accepted the 
introduction of religious education in schools, provided that it took 
place outside the curriculum. Faculties of theology were added to 
the Universities of Istanbul and Ankara. But the Nationalist 
Party, although it did not dare to proclaim it clearly—for Kemalist 
principles were too sacred ever to be openly questioned—wanted 
more of a declaration of Islamic faith by the majority of the 
country. Possibly the ugly demonstrations in March this year 
which took place at the funeral of Marshal Chakmak, one of the 
Party leaders, a great patriot who had cold-shouldered Wester- 
nization but who was nevertheless much respected, did the 
prestige of the party much harm. It came as a shock to the people 
of Istanbul to see so many of the clergy appear to show their sup- 
port of the Nationalists, and they may have recalled the days when 
their town alone counted some 50,000 clericals. Nor did the 

Nationalists adopt attractive methods to show their devotion to 
their leader. They seized the coffin and altered the route of the 
procession under pretence that the ceremonial was inadequate. lt 


is encouraging to see that the Nationalist Party, with all the retro- 
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gression it stood for, made no great appeal to the peasants. Lack 
of faith in its own eventual success was already apparent when it 
decided to contest only 21 out of 63 constituencies, while both the 
People’s Party and the Democratic Party contested all 63. 

In the new Assembly the Democratic Party has an enormous 
majority. As against the 69 Populists, 1 Nationalist, and 9 Inde- 
pendents, it has 408 members, mainly younger men. Most of 
the Democratic members are newcomers to Parliament, and 
eleven of the fifteen Cabinet Ministers have never sat in the 
Grand National Assembly. 

The foremost member of the Assembly is Djelal Bayar, who had 
to be persuaded to accept the Presidency of the Republic. He had 
always maintained that the President should be bi-partisan, but 
the anomalies of the present Constitution forced the Democratic 
Party to make him their candidate. ‘The Democratic spokesmen 
maintained that since the President of the Republic has no 
authority at all in his official capacity, he must, unless he is to be a 
mere puppet, be a member of the majority party. The People’s 
Party see in the move not only a maintenance of the status quo 
but a safeguard against possible Cabinet reshuffles. They believe, 
it seems plausibly, that since the Democratic Party is new to the 
business of government there are quite likely to be several minis- 
terial changes before the next elections are due in four years’ time. 
But changes of Cabinet could damage the prestige of the Demo- 
cratic Party unless they retained an important figure always free 
from any suggestion of failure. If Djelal Bayar were chief of the 
party and President of the Republic at the same time, they would 
achieve their aim. It seems likely in these circumstances that the 

lective leadership of the Democratic Party will pass to Adnan 
Menderes, the present Prime Minister. 

is the present Cabinet as unstable as members of the People’s 
Party would have the public believe? The emphasis in its mem- 

ership seems to be on liberal economics. Menderes, at fifty-one, 

s had a long experience of Parliament, which he joined at a very 

rly age. Educated at the American College of Izmir, he always 

ved a keen interest in agriculture and was a member of the 
ernment commission on land reform. He has always been 
nsidered moderate in his views and very able in debate. Fuat 
Képrilii, the Foreign Minister, a distinguished scholar and pro- 
r of the history of Turkish Literature, has widespread prestige, 

he is popular mainly amongst intellectuals. 
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These are the two most striking nominations to the Government, 
Among others, mention must be made of Professor Muhlis Ete, a 
professor of Economics at the Universities of Ankara and Istanbul, 
who has long been known as an expert on Government enterprises, 
His appointment as Minister of Government Undertakings means 
that the régime really does intend to proceed with a denationaliza- 
tion programme of several State enterprises, since Professor Ete’s 
past writings have often coincided in their views with those of 
Adam Smith. These appointments, as well as that of Refik Ince, 
Minister of National Defence, seem likely to be permanent. Shifts 
will no doubt occur amongst some of the other posts, particularly 
in that of the Ministry of National Economy, now held by an 
Ankara lawyer with reputedly little experience of economic 
affairs. 

But however stable it may be, the new Government has an 
arduous task ahead. In his speech to the National Assembly on 
29 May, Mr Menderes declared that his policy would rest on four 
principles: the greatest possible economy in State expenditure 
and transformation of the Budget deficit into a surplus; the ‘accelera- 
tion’ of the economic system; the preparation of an over-all plan; 
and the liberation of production from governmental and other 
forms of bureaucratic intervention. But he was careful to add that 
immediate results should not be expected. And well he might; for 
the problems which face him are enormous. It was hoped by the 
People’s Party that the Budget deficit of 155 million Turkish 
pounds would be met by Marshall aid, but the Turkish Mission 
that went to Washington to negotiate the loan (without previous 
consultation with the American Mission in Ankara) met with no 
success. For E.C.A. refused to grant over-all loans, maintaining 
its principle of lending only for specific projects. Further, the 
Budget receipts depend on agricultural production which 1s 
practically stationary, though budgetary expenditure has been 
mounting. It seems, then, that the Government intend to attack 
the problem on both sides. Mr Menderes has always shown an 
interest in agriculture—he has promised to divert to agriculture : 
good deal of the money released by cuts in other directions. ‘The 
wisdom of such a policy can hardly be debated. Great though the 
need for industry may be, agriculture will remain the cornerstone 
of Turkish economy, and so long as the income of the average 
peasant remains at a level of about £18 a year the country wil 
never achieve significant economic progress. But an agricultural 
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policy, advocated not only by the Democratic Party but by all the 
others, as well as by the Twentieth Century Fund Mission which 
toured the country, is not just a matter of introducing tractors or 
improving the strain of seeds, as so many democrats seem to 
believe. ‘Technique will have to be radically improved, and the 
best course for the Government seems to be to restore to their 
former status the agricultural institutes which train village leaders 
and which are now somewhat restricted in their work because of 
vague accusations of Communism. 

The budgetary economies will apparently come from national 
defence, by far the largest item of Government expenditure. A cut 
in the national defence programme will not sound as surprising 
to the Grand National Assembly this year as it did last, when on 
18 March the defence allocation in the Budget was criticized for 
the first time in the history of the new Republic. At the same time 
it seems unlikely that such a cut would be very great, so long as 
Turkey’s northern neighbour does not relax her anti-Turkish 
policy. Presumably it is hoped that American military aid will 
fill the gap. 

The Budget problem will also probably be tackled by the 
gradual transfer of several State undertakings to private enterprise. 
The extent of the proposed denationalization is not as yet pre- 
cisely known, so that nothing can be said about its exact form nor 
of the likely sequel. One estimate has put the total value of all 
State undertakings at some L.T. 300 million (about £40 million), 
but doubtless only a fraction of these undertakings are to be 
handed over in the near future and payments are to be spaced out 
over a number of years. Nor is there much hope of State loans, for 
the rate of interest recently had to be put up. 

In analysing the Budget question, the pledge to reduce the cost 

f living must be considered. The Turkish Democratic Party 

as adopted the slogan that to achieve a higher standard of living 
production must be increased. Foreign investment has been for 
long anathema to the People’s Party, who only very recently 
slightly modified their attitude. The new Government intends to 

iarantee foreign capital greater security than many nationalist 
‘urks would tolerate some ten years ago, and to give industry the 
neentive of unbridled competition. Harmonious industrial re- 
lations are to be maintained by the further legalization of trade 
nion action, including the right to strike, and also by extensive 
hemes for social security. A reduction in the cost of living is 
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promised by the abolition of certain taxes on consumption, such as 
the tax on sugar—a State monopoly—which has for long been an 
intolerable burden on the poor. 

There is also an extension of the liberal spirit from the economic 
to the political sphere. The victory of the Democratic Party has 
not yet given rise to any radical extremism. Nor does such a 
prospect seem likely. But it is obvious that there is a democratic 
feeling in the air. This feeling has been given most practical 
expression by the President of the Republic himself, who has set 
the example in reducing the Presidential scale of expenditure, 
and who has shown unexpected humility for a man in his position 
in the Near East by arriving at the first meeting of the Assembly 
in an open jeep, with no escort and sitting next to the driver. 
There is no doubt that greater freedom will be extended to the 
press, and the forthcoming political amnesty, much discussed, 
may bring some comfort to those Left-wing politicians who were 
persecuted under the old régime, and were even summarily 
accused of Communism—an indictable offence. It is felt by many 
liberal-minded Turks that a more tolerant spirit towards socialism 
of the Western type would help to re-establish the political 
balance. There is a genuine fear that an excess of economic 
liberalism might destroy some of the useful foundations laid by 
Ataturk. The greatest danger would be a complete reversal of the 
policy of planned industrialization, but the proposed over-all plan 
gives no immediate grounds to expect such an alteration. 

In its haste to condemn the old administration, as ex-President 
Inénii lately said in Ulus, the Democratic Party has never given it the 
benefit of the doubt. It seems obvious that a measure of planning 
for industrialization is bound to be retained. Private enterprise, 
particularly erratic in peasant undeveloped areas, was con- 
spicuous in war time, with rampant inflation and an insulated 
market. It is doubtful if today it will be equally adventurous, 
when the return to normal has been almost achieved. Modest 
five-year plans and State aid for private enterprise, through the 
extension of credit, both in industry and agriculture, and only a 
very partial transfer of State enterprises, would not make the 
Democratic Party any less democratic, provided it reformed the 
administrative structure of the country. For next to the mainten- 
ance of peace a reform of the administrative structure is the most 
essential condition of ‘Turkey’s path to progress. 


I. H. E. 
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Eastern Germany 
A Survey of Soviet Policy, 1945-50 


Tue area of Germany assigned to Russian occupation broadly 
corresponded to the part occupied by the Russian Army at the 
time of the Armistice at Rheims. To this were added, in autumn 
1945, the western parts of Saxony, Thuringia, and Brandenburg. 
The Russian Zone thus included the prosperous industrial 
provinces of Saxony, Anhalt, and Thuringia, and the preponder- 
antly agricultural area of Eastern Mecklenburg, Western Pomer- 
ania, and the Mark of Brandenburg. Berlin itself was to be gov- 
erned on a quadripartite basis, but would be used as the admini- 
strative capital of the Zone. The name of Prussia was to be ignored 
in the new federal structure of Germany, and to be legislated out of 
existence at the earliest possible moment by Four-Power agree- 
ment. Nevertheless, the Soviet Zone contained the heart of the old 
Prussia in the flat agricultural districts round Berlin. 

Economically the Soviet Zone was the most balanced of the four 
Zones of occupation; its area consisted of 30-5 per cent of the total 
for Potsdam Germany, while its proportion of arable land was 
36:7 per cent of the whole country’s post-war area. The Zone’s 
30°3 per cent share of population corresponded to 35 per cent of 
the total German capacity for industrial production, including 
Berlin. Before the war the national income of the Soviet Zone was 
21 billion RM, or 36-2 per cent of that of Potsdam Germany in 
1936, and 32 per cent of those employed in Germany in 1936 were 
employed in the area.} 

(he Soviet Zone was Germany’s biggest producer of brown 
|, optical and precision instruments, pulp and paper, non- 
rrous metals and goods therefrom, textile machinery, and certain 
nished textiles such as stockings. It depended on Western 
Germany for hard coal, steel, machinery, and rubber products. The 
griculture of the Zone predominated in potato and rye produc- 
and contained Germany’s biggest sugar beet area and 
fineries. Thus, if necessary, the Zone could supply itself with 
potatoes, and rye, and with a considerable part of its wheat 

nd vegetable requirements. But economic isolation would soon 
luce serious shortages of milk, meat (except perhaps pork), and 
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The effects of the war probably told more heavily on the 
Eastern Zone than on other parts of Germany. Although it had not 
been bombed as heavily and consistently as the Ruhr, the raids had 
taken place later than in the West, when the resources of the 
Government had proved insufficient to deal with the destruction 
of cities full of refugees from the East. Dresden was hardly 
touched till April 1945, when two day-raids caused tremendous 
damage. No rubble clearing was undertaken till the Russians 
moved in. Similarly, the fighting round and in Berlin during the 
last days of the war caused the breakdown of electricity and gas 
supply, and the partial flooding of the Underground. Frankfurt- 
Oder also suffered heavily during the actual fighting. Most forms 
of economic and social activity were at a complete standstill at the 
period of the armistice. A general exodus to the West of many of 
the existing functionaries had taken place. 

The task of reorganization was made more difficult by the 
arbitrary nature of the new Zones of Germany. Saxony was the 
only one of the five new Lander or provinces in the Eastern Zone 
which possessed a strong tradition of local separatism. Its pre- 
ponderant economic position was enhanced by the natural unity of 
its frontiers and the strength of local feeling, and it played a vital 
role in the development of the Soviet Zone. The Saxon Govern- 
ment was the first to produce a provincial system of administration, 
and its provincial parliament (Landtag) the first to vote on the 
issue of nationalization. The Saxon vote was considered a sufficient 
mandate to carry out the expropriation scheme in the whole Zone 
by decree. Saxony was also the first province to produce a working 
economic organization and a plan. It therefore tended to set an 
example to the rest of the Zone. 


SOVIET POLICY AND THE POLITICAL PARTIES 


The Soviet occupation troops took rapid measures to deal with 
the administrative and economic chaos following the end of 
hostilities. In addition to the few officials of the German admini- 
stration who remained at their posts, a number of Social Demo- 
crats and Communists—some genuine, some bogus—who had 
survived at home or in concentration camps put themselves at the 
disposal of the Soviet authorities. The latter seemed to accept them 
uncritically, since the exodus of so many local government 
officials had made the execution of relief measures otherwise 
impossible. The first of the general orders issued either by the 
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Soviet Commander-in-Chief over his own signature, or for the 
Soviet Military Administration by the executive staff officer, were 
concerned with immediate measures of relief for the population: 
the distribution of food, the return of a working system of public 
transportation, fuel and water supply, and the registration of Party 
officials and ex-officers. These were followed by orders setting up 
the organization of Soviet Military Government, which still 
exists today. The system of government by proclamation was 
specially effective at that time, and came to be used for all purposes, 
from indulgences for political prisoners to the annual details of 
spring sowing. ‘The brusque tone invariably adopted, by enhancing 
the general fear of the Russians, helped to put energy into the 
German authorities, and the result of this early effort of recon- 
struction was impressive. Streets were rapidly cleared of rubble, 
and the transport services in the most heavily damaged cities were 
almost fully in operation by the middle of July. Mobile soup 
kitchens were provided for some cities. Similarly, industrial and 
agricultural production was resumed at the first possible moment; 
the Soviet authorities ordered factories known to have stocks of 
raw material to continue working. Inflation was also drastically 
attacked by an almost complete blockage of bank accounts. 

The organization of the Soviet Military Administration, known 
as the S.M.A., was almost exactly like that of the British and 
\mericans, although the relative importance of individual depart- 
ments was very different. The political advisors’ office combined 
the element of foreign office liaison with the military Commander, 
common to all four occupying Powers, with a direct control of 
political affairs in the Zone, which was unique. In addition, the 
military element was greater in the S.M.A. than in the British 
C.C.G. or the American O.M.G.U.S. The headquarters of the 
5.M.A., at Karlshorst, the Ascot of Berlin, controlled five pro- 

ncial S.M.A. in the capitals of the five provinces. Below these 

ime the local Kommandanturas in country districts (Kreiskom- 
mandanturas) and the town headquarters (Stadtkhommandanturas). 
intervening regional administrative unit of the Regierungs- 
virk, taken over from the old Prussian system of administration, 

s eliminated during the early days of Soviet occupation. 

‘he German administration had been based on the land, with its 

division into Kreise and the smallest units, the Gemeinden or 
munities. An administrative system was created by the 
sians on these lines before the political unit of the province had 
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taken root again. The federal conception of the new Germany 
foresaw these provincial administrations, later to become elected 
governments, as the highest responsible units in the country, 
Nevertheless, the Potsdam Agreement envisaged the formation of 
German economic administrations common to all four Zones in 
order to implement the expected economic unification of Germany, 
These were formed for the Soviet Zone in Berlin in July and 
August 1945, allegedly as the nucleus for the all-German organiza- 
tion. Prospective officials were encouraged by the hope that 
their experience and efficiency would make them acceptable to the 
other occupying Powers. For the time being, they were to act as a 
German right hand to the $.M.A., with limited executive and 
advisory powers, and direct responsibility only to the S.M.A. 

Political life in the Zone was inaugurated by an application from 
four parties for recognition. These were the Communists, the 
Social Democrats, the Free Liberal Party, and the Christian Demo- 
cratic Union. All four were soon organized on an inter-zonal basis. 
All but the Communists were hampered by the absence of any 
clear-cut policy, so that much of the competitive spirit of politics 
was lacking; on the other hand, their supporters were not obliged 
to subscribe to a contentious programme. In spite of their meaning- 
less numerical strength, they were in no position to risk Russian 
disfavour, and the relative strength of the three non-Communist 
parties had, of course, no influence over the administration of the 
Zone. 

From the first, the Communists, though numerically the 
weakest party, had certain solid advantages over their rivals. They 
had, as always, a clear-cut policy and were capable of ‘taking a 
definite stand’ (Stellung zu nehmen) on the important problems of 
the day. They were sure, at worst, of the goodwill of the Russians. 
Much of their own policy did not at first differ radically from that 
pursued by other parties, and could be presented as disinterested 
and non-partisan. Thus economic revival was advocated by all 
parties, and the creation of a new trade union organization was 
advocated by Communists and Social Democrats alike. ‘The 
destructive part of their work was carefully and skilfully knit into 
the denazification campaign. As late as 1948, all measures of 
expropriation and nationalization still took place as part of the 
denazification purge. Victims of individual acts of expropriation 
were always branded as Nazis. Owners of estates over 100 
hectares (250 acres) were not only ‘big landowners’, but ¢ 
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officio Junkers or fascists. The ‘bloc’ of the Socialist Unity party 
and the two bourgeois parties was not merely democratic, but anti- 
fascist, and all its actions were designed to eradicate fascism. 
Almost all major legislation during the first 2} years of the occupa- 
tion was allegedly anti-Nazi. Although it was clear throughout 
Germany that Eastern denazification was merely a label for social 
and economic upheaval, the Communists proclaimed that their 
policy was nothing more than a thorough elimination of Nazis, and 
scoffed at Western denazification as a legalistic sham. 

Yet politically the Communists made little headway during 1945 
and 1946. Although the number of Communist officials in the 
provincial Governments and in the new central administrations far 
exceeded the proportionate size of the Communists as a party, 
there weré many more Social Democrats than Communists in 
office; in the central administrations the other three parties out- 
numbered the Communists by four to one. The Social Democratic 
Party had an overwhelming majority in the new Amalgamated 
Trades Union Council, which embraced all operatives as well as 
civil servants. ‘They retained a strong position in this Council in 
East Berlin as long as voting by ballot continued, and even in 
the summer of 1949, when it was abolished, there were more ex- 
Socialists than Communists among its officials. 


THE ESTABLISHMENT OF COMMUNIST CONTROL 


he sequence of events—the amalgamation of Social Democrats 
and Communists into a Socialist Unity Party in 1946; the inter- 
views between Schumacher and Grotewohl; the secession of many 
Eastern Social Democrats to the West; the October 1946 elections 
fought on joint lists and resulting in a majority (though not an 
absolute one) for the new party in all provinces—these facts are 
familiar. But the policy met with dismal defeat in Berlin, where 
the Social Democrats under Western protection opposed the 
Unity Party. On that day in April 1946 the process which created 
the gulf between Eastern and Western Germany began: it reached 
ts climax in the blockade of Berlin. Although there were more 
ex-Socialists than Communists in the new party, the allocation of 

‘y positions to Communists in the provincial governments and the 

ntral administrations became increasingly rapid. The original 
pioneers of reconstruction, mostly Independents and Social 
Democrats, either faded into mere figureheads or gave up their 

sts. Hopes of making the Central Administration a nucleus 
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acceptable to the other occupying Powers rapidly disappeared, 
though for some time the fiction was kept alive. Direct Soviet 
pressure on official German bodies became more apparent from 
the number of arrests, the instalment of M.V.D. liaison officials 
with each German administration, and enhanced propaganda to 
join the Socialist Unity Party. 

The constitutional history of the Zone for the next eighteen 
months is one of consolidation and gradual centralization. The 
central administrations became larger and their powers increased, 
They now covered such non-economic fields as health, education, 
justice, and, by 1947, police, under the cover of internal affairs, 
During the summer of 1947 their increased powers and activities 
brought them into conflict with the jealously guarded federal inde- 
pendence of the provinces, a conflict only resolved by the Soviet 
authorities after months of recriminations between important 
representatives of the dominating party. The outcome was the 
Economic Commission (August 1947), a new and supreme 
administrative organization, incorporating all the central admini- 
strations. Its establishment pacified the provincial governments by 
the allocation of key positions to the most energetic of the Com- 
munist provincial ministers. It is a fitting commentary on the 
importance of Saxony that of its two chief ministers one became 
deputy head of the Commission, a position perhaps more import- 
ant in Communist States than that of the titular head, and the 
other president of the police department. 

Simultaneously a new organization of industry took place. 
Previously expropriated factories had been vested in the provinces, 
and organized in provincial corporations under the direct control of 
the provincial Ministries for Industry. In spring 1948 about two- 
thirds of this property was vested in the Economic Commission 
under the name of ‘People’s Undertakings’, as opposed to ‘Pro- 
vincial Undertakings’. It was officially stated that only central 
control could make the most of the Zone’s limited resources. At 
first the zonal industry was administered directly by the appropri- 
ate departments of the economic commission, a system of 1n- 
dustrial organization quite unique among the different systems 0! 
nationalized industry. In the summer of 1949, however, a re- 
organization took place, which created a number of controlling 
trusts similar to those existing in the Soviet Union. 

In the political field a more or less stable position had been 
reached by the end of 1947. The dominant Socialist Unity Party 
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obtained special privileges from the Russians, in the form of extra 
paper allocations for their press, transport facilities for their 
officials and meetings, and corresponding restrictions on the 
activities of their opponents. The bourgeois parties had lost a 
number of their leaders through flight and retirement; they existed 
on sufferance. But the anti-fascist bloc ensured their support for 
important measures in the provincial parliaments, and associated 
them with the Communists in local affairs of a compromising kind, 
such as expropriation and the denunciation of alleged reactionaries 
and economic saboteurs. The Communists had imposed their 
control on various technical and social associations, such as the 
Trades Unions, the Farmers’ Co-operative Movement, the Free 
German Youth, and the Democratic Women’s League, as well as 
on organizations of Nazi victims. In all these fields their control 
remained almost unchallenged, though Trade Union works 
councils occasionally put up opposition, for instance in cer- 
tain of the nationalized industries working on reparations, 
where protests were made in July 1948 against rations and 
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ats by W age-scales. 
Com- But opposition to the Socialist Unity Party was centred in 
m the % Berlin. Even top-secret reparation figures appeared in the press 
ecame J there. Contact was maintained by ex-Social Democrats in the 
nport- & East with their colleagues in the West, and S.P.D. leaflets were 
id mysteriously distributed from Berlin throughout the Eastern 
Zone. Before the Soviet Zone could become a Communist State, 
place. & this gap had to be sealed off. Since the Socialist Unity Party was 
vinces, & too feeble an instrument in Berlin to achieve this end, the Russians 
trol had to mount a military blockade. Its failure showed the Russians 
it ty that their control of Berlin was insufficient in face of Allied opposi- 
nissi 


tion, and in any case impossible, as long as a prosperous Western 
Germany continued to provide a contrast between the two adjacent 
systems. Even while the blockade was still going on, preparations 
began for the present unity campaign, backed by the creation of a 
police army in the East. At the same time, the Russians consider- 
ably reduced their reparation demands to enable the East German 

omy to attain the semblance of recovery. The lifting of the 
blockade in the spring of 1949 was the signal for an intensified 
propaganda campaign, addressed to the worst feelings of the 
middle class in the Western Zones, while Marxist economists 


predicted a crisis of unemployment for the workers in Western 
Germany. 
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ECONOMIC POLICY 

The Soviet Zone had undergone a remarkable economic revival 
in 1945 and 1946. Soviet measures showed a force and understand- 
ing of the circumstances which was lacking in the West. Credit 
restrictions, the effective blocking of bank accounts, the temporary 
removal of liquid public assets, the partially successful attempt to 
freeze prices, all these measures prevented the worst excesses in 
the hoarding of food and consumer goods and price inflation. 
Energetic steps were taken to prevent unemployment by semi- 
compulsory recruitment for rubble-clearing and for the repair of 
transport facilities. ‘The resumption of production in the heavy 
industry of the Zone was given high priority in the early commands 
of the S.M.A., and the system of personal managerial responsibility, 
fortified by the prevailing fear of the Russians, made the Eastern 
Zone a hive of economic activity in the first two years after the war. 
There are no accurate production figures for 1945, but the gross 
industrial production of the Zone for the last quarter seems to be 
in the region of 720 million RM (1936 value) or 25 per cent of 1936 
production.’ In 1946 this had risen to 6,130 million RM, or 5; 
per cent of 1936, an improvement far greater than the comparable 
rise in the West.” The most impressive rise was in brown coal pro- 
duction, potash, textiles, and timber, though the latter was due to 
considerable deforestation for reparations. The repeated waves of 
nationalization, which began early in 1946 and continued until the 
beginning of 1948, had given publicly-owned industry a _hal/- 
share in the value of total zonal production by the beginning of 
1947, and a share of more than three-quarters by the beginning of 
1948. Perhaps the most far-reaching of all measures taken in the 
Soviet Zone was the land reform, planned long before in Moscow 
and enacted during 1946. Before the war the largest proportion 
(33°7 per cent) of agricultural land was held in units of from 
50 to 250 acres, and 29-8 per cent in units of over 250, while 
13 per cent consisted of units over 1,250 acres. The land reform 
made 250 acres the maximum for private holdings, and the largest 
area of agricultural land was now held in units of 12-50 acres 
The object of the measure was two-fold: the destruction of Junker 
property and influence, and the creation of an agricultural clas 

1 Estimate based on production figures per province from a private sourct 

2 Based on OMGUS Statistical Handbook, p, 40; and on official production 
figures for coal and building material. 


8 Figures from Die Bodenreform in Deutschland (Deutscher Bauernverla 
Berlin, 1947). 
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with a stake in the régime. Although implements and agricultural 
machinery, which were very scarce, were owned communally 
under the control of the state-directed Farmers’ Co-operative, the 
suggestion of any further approach to collectivization was officially 
refuted and considered seditious. Very recently a section of the 
Socialist Unity Party, headed by Ulbrich, has apparently been 
pressing for further measures of ‘land reform’. 

The Soviet Zone, with its relatively good food supplies, has not 
suffered greatly by the reduction of rations through the land 
reform. During 1946 output per acre, compared with 1938, was 
24 per cent less in grain and 27 per cent less in root plants. On 
the other hand, the army of occupation lived off the land. Evidence 
about consumer ration scales is conflicting, but the official figures 
show no great divergence from those issued for the Western 
Zones. But apparently the rations were generally met in their 
entirety, except in the largest towns, and the low plan figures of 
agricultural production made possible the distribution of the ‘free 
surplus’ in all years except 1947. On the whole, up to 1949, 
workers’ rations seem to have been slightly higher in the East than 
in the West, while normal consumers’ rations were slightly lower. 

The effects of Soviet reparations policy made themselves fully 
felt towards the end of 1946. The scale of dismantling was con- 
siderable, and not confined to the outside limit to which the term 
‘war industries’ could be stretched. The controversial exaction of 
reparations from current production, one of the causes of friction 
at the Foreign Ministers’ Conference, began in 1945, and was 
greatly extended as reparations in capital goods decreased. Much 

f it was exported on Russian account direct from Berlin, and 
gave the Soviet Union the equivalent value in the flexible form of 
foreign exchange. Finally, some 200 of the biggest and most 
modern German factories were transferred to the ownership of the 
Soviet Union, under the title Soviet Public Companies and by 
virtue of the Military Governor’s Orders 124 and 126, dated 
December 1945. During 1947 seventy-four works were returned 

) the Germans. In order to handle the production of these com- 
panies as well as the export of reparations from current production, 
the Soviet trading caucus set up a special headquarters in Berlin 
luring 1946, in direct competition with the export of the Zone on 
sérman account. 


During 1947 the effect of reparation payments, and the sup- 


s pression of personal initiative among officials by the pressure of 
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political conformity, brought about a reaction from the activity of 
1946. This is reflected by output figures, and by increasingly 
direct control of the Socialist Unity Party over the operation of 
the factories. Production remained static; in some cases, such as 
coal, it declined in comparison to 1946. In the spring of 1948 a 
German Control Commission was instituted whose task it was to 
supervise output in individual works according to the collective 
and individual targets, and to report on blatant discrepancies, 
Other standard Marxist methods for raising production were intro- 
duced; rationing preferences and price preferences in special 
shops were given to exemplary workers, and Stakhanovite brigades, 
called in Germany ‘Hennecke’ brigades after a miner of that 
name, were organized. On 29 June 1948 the last touch was given 
to the new economy by the substitution of a public one-year plan 
for 1948 and a two-year plan for 1949-50, instead of the former top 
secret annual production plans of the Central Administration and 
the S.M.A. This is now to be followed by a five-year plan. The 
provisions of the plan, with one or two exceptions—steel, for 
example—were modest. Even so, the 1948 figures remained partly 
unfulfilled, particularly in the distribution of textiles and other 
consumer goods. Since 1948 there has been a gradual though 
limited improvement. By the end of 1949 production had reached 
a level equal to about 76 per cent of 1936 value, with a corres- 
ponding preponderance of heavy industry at the expense of the 
consumer goods and industries envisaged by the Two-Year Plan. 
On the other hand, the statement made by the East German 
Government that the Two-Year Plan is due to be completed in 
eighteen months does not correspond to the available figures for 
present production. The East is well behind with trade deliveries 
under the Frankfurt Agreement of 1949 for inter-zonal trade. This 
may be due to deliberate policy. Western Germany is at present 
more in need of the Eastern Zone as a recipient for its goods in 
order to keep up Western employment and production, than asa 
supplier of food and timber. Consequently industrial circles in 
the West opposed the demands of the High Commission to suspend 
deliveries to the East until the arrears had been worked off. It is 
therefore probable that both the claims put forward by the 
East German Government on the subject of the internal econo- 
mic position, and the non-fulfilment of its trading obligations, are 
the economic counterpart to the political campaign of disruption 
in the West. 
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THE PRESENT DEADLOCK 

By the end of 1948 an Eastern Zonal Government existed in fact 
if not in name. During the summer two new parties made their 
appearance; the Farmers’ Co-operative officially entered politics, 
and the National Democratic Party, embracing Right-wing elements 
and pardoned Nazis and controlled at the top by Communists, 
appeared as a wedge to interfere in Western German politics. It was 
hoped to entice middle-class votes from the atrophied bourgeois 
parties in the East. But only the politics of the Socialist Unity 
Party were of real significance, and the Zone was run quietly by 
that party’s Executive and Economic Commission. The creation of 
a legislative People’s Chamber (Volkskammer) and Government in 
1949 caused no significant change in the administration of the 
Soviet Zone, and merely completed the long process of centraliza- 
tion. Its effect was to give official status to the People’s Council 
(Volksrat), which had been in existence since September 1948 as an 
unofficial semi-permanent council of popular delegates. The 
personnel of the new Government was largely provided by the 
central Secretariat of the Socialist Unity Party. But two significant 
additions were made in the apparatus of government when the 
East German Republic was announced. A Ministry of Foreign 
Affairs was created, as a snub to the West, though its diplomatic 
representatives are so far accepted only in the East European 
People’s Democracies. Early in 1950 a Ministry for State Security 
took over the official anti-espionage and sabotage campaign, and, 
more significantly, the control of the police army, allegedly 50,000 
strong. 

The situation in the Soviet Zone is now static. At present 
Germany is hopelessly divided, and the difference between East 
and West is apparent not only in the policies of the Occupying 
Powers. It is reflected in the administrative methods, the economic 
structure, and in an increasingly obvious divergence in social 
systems. ‘he Russians have temporarily reached deadlock. The 
quantity of reparations from the Zone must continue to decline, 
i eventual economic collapse is to be averted. The integration of 
“astern Germany into any East European Union is not a popular 
lea in the Peoples’ Democracies. The Russians are therefore at 
present using their control of Eastern Germany to create a situa- 
tion in Western Germany which might enable them to gain secret 
t overt control there. But the knowledge of Soviet exploitation of 
their Zone as well as of other territories has made the great majority 
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of Germans in the West profoundly anti-Russian. Finally, the 
existence of a strong middle-class and independent farming ele- 
ment in Eastern Germany, coupled with the general mistrust of 
any system imposed by the Russians, will probably limit popular 
support for the Socialist Unity Party to the day the Soviet occupa- 
tion ends. The effective, because native, tyranny in most of the 
Peoples’ Democracies is lacking in Eastern Germany. It is signifi- 
cant that the elections due in October 1949 were postponed for a 
year, once the May 1949 elections to the People’s Council had 
shown that the popular position of the Socialist Unity Party had 
not improved after two and a half years of Communist rule. 


a 


Political Developments in Brazil 


BRAZIL’s first Republican Constitution, promulgated after the 
fall of the Monarchy in 1891, proclaimed a Federative Republic 
formed by the perpetual and indissoluble union of the former 
Provinces in the United States of Brazil. Executive, legislative, and 
judiciary powers were declared to be ‘harmonious and indepen- 
dent’, and autonomous States co-operated in the central govern- 
ment through their representatives in Federal Senate and Chamber 
of Deputies. The President of the Republic was aided by Ministers 
of State, appointed and dismissed freely by him, and responsible 
to him alone. They could not be Members of Parliament, nor 
assist at sessions of Congress. 

This concise democratic charter was replaced in 1934, during 
the disturbed period following the 1930 revolution. The 1934 
Constitution, in turn, was superseded three years later to make 
way for the dictatorship of Dr Getulio Vargas. Both documents 
altered fundamentally the form of government, and reflected the 
abnormal tendencies of minorities. They were thus doomed t 
rejection as soon as public opinion could again make itself heard 

The Constitution of September 1946, drawn up by a freely 
elected Assembly after the deposition of Dr Getulio, restored the 
earlier form of government, amplified the precepts of social legisla- 
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tion established in the 1934 Charter, and adopted a more liberal 
attitude than either of its predecessors towards foreign capital. It 
has stood the test of three difficult years, during which rulers and 
public sought to re-adjust themselves to constitutional government. 
Congress had been suppressed during nine years, and the people 
had not been called upon to vote since 1933. The old-established 
political parties had disintegrated, and a number of others were 
hastily formed on the eve of the elections. Fourteen groups were 
registered, a disproportionate number in relation to the numerical 
strength of the electorate and the possible currents of public 
opinion. Several had no political significance, and only the limited 
regional interest attaching to local leaders. With the exception of 
the Socialists, Communists, and Integralists, few could claim a 
clear-cut programme, and all might reasonably have been classified 
as Conservatives or Liberals. 

In December 1945 the Social Democratic Party, the P.S.D., 
founded by Dr Getulio Vargas, had elected the latter’s former 
War Minister, General Eurico Dutra, as President of the Republic 
with the support of the newly-formed Brazilian Labour Party, of 
which Dr Getulio was made the leader. The P.S.D. could claim 
to be the majority, as well as the official, party, since it had secured 
150 seats out of 304 in the Federal Chamber of Deputies, and 
357 out of 772 in the State Legislative Assemblies; 2,477,628 votes 
were registered in its favour in the federal elections and 1,606,326 
n those of the States, as compared with 1,461,639 and 1,153,354 

favour of the National Democratic Union, the predominant 
pposition party. But the P.S.D. was by no means united. It 

luded in its ranks and among its leaders some of the most 
rdent followers of Dr Getulio, secretly opposed to the new régime, 
well as a number of his bitter opponents. The National Demo- 
Union, the U.D.N., on the other hand, was closely knit in 
opposition to all that the Dictatorship had stood for. The 
al party was thus vulnerable to any combination against it, 

i the Government had no assured majority to back its admini- 

yn 
idd to the confusion, the 1945 Armistice had lifted the ban 
Fascists and Communists, and both had secured seats in 
ral and State legislatures. The Brazilian Integralists, or Green- 
mindful that Brazil had recently been at war to suppress 
assembled discreetly under the banner of the Popular 
entation Party. For a time they kept their notorious leader, 
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Plinio Salgado, in the background, and only brought him forward 
in 1949, when he announced that the Integralists, at the forth- 
coming elections, would fight all Leftist parties, Socialists as well 
as Communists. Much earlier, in 1937, he had declared war indis- 
criminately on al] parties. “The nation,’ he proclaimed, ‘is one 
and indivisible, but parties divide the nation.’ The Communists 
were in a more favourable position in 1946. Emboldened by the 
war-time alliance with Russia and the newly-developed tolerance 
towards their creed, they presented themselves, undisguised, as 
the Brazilian Communist Party, and acknowledged publicly their 
allegiance to Moscow. 

All these disturbing and discordant elements contributed to the 
confusion that marked the return to constitutional government, 
and heightened criticism of the Constituent Assembly of 1946 and 
of the Charter it had elaborated. Left and Right extremists con- 
demned it. Nationalists and Socialists generally considered it too 
liberal, either towards foreign capital or private initiative. The 
advocates of free enterprise regretted the increased opportunities 
it gave for State interference in economic activities, and feared its 
restrictions would discourage investors from abroad. These con- 
flicting views of antagonistic minorities seem to suggest that the 
1946 Assembly had followed a reasonable middle course. 

One serious flaw in the new Constitution is recognized by all. 
Paragraph 3 of Article 26 establishes that the remuneration of 
Judges (Desembargadores) of the Federal Courts must not be lower 
than that of Magistrates of the same category in any State. In 
conformity with this paragraph, the pay of Federal Magistrates was 
raised at the end of 1948 to equal that of their San Paulo colleagues. 
But this additional remuneration created anomalies, and the correc- 
tion of these led to a whole series of others, so that, eventually, the 
rates of pay of all civil and military federal employees were re- 
adjusted. An amendment was drafted in 1949 to suppress this 
curious insertion in the National Charter, which has cost the 
Treasury {25 million per annum. In accordance with the Constitu- 
tion an amendment, in order to be considered, must be presented 
by at least one-quarter of the Members of either Chamber, or by 
more than fifty per cent of the State Legislative Assemblies within 
two years. It is held to have been accepted if approved in two 
debates by an absolute majority of the Senate and Chamber of 
Deputies in two ordinary, consecutive legislative sessions. 

Another amendment to the Constitution was prepared in March 
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1949, and obtained some support in the Lower Chamber, but 
little or none in the Senate. Its object is to replace the presi- 
dential form of government by one in which Ministers are ap- 
pointed by, and directly subordinate to, Congress instead of to 
the President of the Republic. Periodic attempts have been made 
in the past to alter the system introduced in 1891, and a minority 
of the Constituent Assembly of 1946 succeeded in reducing it to 
its present somewhat hybrid form. Ministers of State, although 
still appointed and dismissed by the President of the Republic, 
must now appear before either House if summoned to explain 
matters relating to their office. They are held responsible for the 
acts they sign, either jointly with the President or by his orders, 
and may be tried by the Supreme Court if accused of common 
crime, or by the Senate if the charge is one of official misconduct. 
Further, Deputies and Senators may now accept appointment as 
Ministers without surrendering their parliamentary mandates. The 
situation is somewhat anomalous, since it conflicts with the 
principle that the Executive and Legislative Powers are separate 
and independent. 

The parliamentary system, its advocates claim, reflects the true 
spirit of democracy. Under its régime the Cabinet must obey the 
will of parliamentary majorities, and Parliament may be dissolved 
if it ceases to represent public opinion. Their opponents agree in 
theory, but hasten to point out that, in practice, the system can 
only work well when the public is sufficiently enlightened to 
understand problems of government and influence the decisions 
of its representatives. The parliamentary system, they add, was 
responsible for the political instability of the latter years of the 
Brazilian Empire, but one wonders how any system would have 
stood up to the bitter fight between slave-owners and abolitionists, 
and to the nation-wide struggle between Monarchists and Re- 
publicans. Parliamentarianism, they aver, is incompatible with the 
tederative form of government, in which Senate and Chamber of 
Deputies are equal and represent, respectively, the States and the 
people. ‘To make Ministers responsible to the Lower Chamber 
would reduce the status of the Senate, whereas a Cabinet sub- 
rdinate to the Senate is removed from the orbit of the people, who 
are directly represented by the Chamber of Deputies. The 
nultitude of arguments employed for and against each system 
suggests that it is the men who govern, rather than the forms of 
government, that count. 
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An amendment to the Constitution was drafted in March 1949 
to suppress the last vestiges of the presidential system, but appears 
to have little chance of success. It proposes that the President of 
the Republic be elected by Congress, by secret scrutiny, instead of 
by the people’s direct vote; that his political responsibility be 
annulled, and that all his acts be made subject to the approval of a 
Council of Ministers. ‘The latter could be overthrown on a motion 
presented by twenty Deputies, and approved by an absolute 
majority of the Lower Chamber. ‘The Chamber of Deputies could 
be dissolved by the President of the Republic at the request of the 
Council of Ministers, if it failed to obtain a vote of confidence. 
Ministers might intervene in the deliberations of Congress, and 
only members of the latter would be eligible to act as President of 
the Council. The project stipulates that the Constitution of each 
State must be adapted to the new régime within sixty days of the 
promulgation of the amendment. 

The advocates of this alteration claim that the election by 
Congress of the President of the Republic will eliminate the politi- 
cal agitation that now arises every five years on the occasion of a 
presidential election. Its opponents argue that these periodical 
agitations are preferable to the constant administrative disorders 
which will arise when federal, State, and municipal legislatures are 
all liable to be dissolved at any moment owing to political intrigue. 

The new Constitution, although now in its fourth year, has not 
yet been fully implemented. A number of special laws to regulate 
the application of constitutional precepts still await elaboration 
or approval. As a consequence of this delay, many decree-laws 
based on the 1937 Charter are still in force, although contrary to 
the principles adopted in 1946. Among these are the National 
Security Act of Dr Getulio Vargas, establishing the death penalty, 
since abolished, for certain political offences; the decree authorizing 
the Labour Courts, when judging collective disputes, to fix wages 
throughout any branch of industry and commerce, an attribute 
now held to be unconstitutional and one that has caused much 
hardship to small enterprises. The Petroleum Statute of 1933, 
which nationalized the oil industry, and the 1941 Code of Mines, 
reserving exploitation to Brazilians, are not in accordance with the 
more liberal Constitution of 1946, which admits limited foreign 
participation. A great deal has been done during the last three 


years to develop mines and oil wells with national resources, but 
many believe that foreign assistance is essential for rapid develop- 





a ee 


o 





949 





POLITICAL DEVELOPMENTS IN BRAZIL 313 


ment. A revised Petroleum Bill, approved by the National Security 
Council, was accordingly submitted to Congress in February 1948, 
but continues to meet with opposition from Nationalists and 
Socialists. 

Laws are also required to regulate the organization of Trade 
Syndicates, the right to strike, and the participation of the employee 
in the profits of his employer’s business—all very controversial 
subjects. Others, awaiting elaboration or approval, are needed to 
institute Rural Banks, to establish the regimen of public service 
companies and banking establishments, and to repress economic 
abuses. Several projects, awaiting parliamentary approval, have 
originated with the Executive, but this circumstance no longer 
ensures a quick passage through Congress. The Lower Chamber, 
in particular, is jealous of its prerogatives, and the old subservience 
to the President of the Republic has disappeared for the time 
being. Moreover, the interval of harmonious working between 
Government and Parliament, which resulted from the Three- 
Party Agreement and the exclusion of the Communist Deputies 
early in 1948, was interrupted in the following year by the renewal 
of political rivalries, due to the approaching elections. 

Two Bills based on the 1946 Constitution, the National Security 
\ct and the law to prevent economic abuses, are meeting with 
sharp resistance. The last-named forbids agreements, transfers of 
shares, and the grouping of individual enterprises with the object 
f controlling national markets, restricting competition, or arbi- 
trarily increasing profits. It creates an Administrative Council for 
Economic Defence, empowered to promote investigations and 
recommend the disappropriation or judical administration of any 
nterprise found guilty of infringing the law; to fix the legal 
ercentage of profits in relation to capital, and control exports and 
mports of merchandise in respect of which abuses have occurred. 
\lthough considered by many to be excellent in theory, it is 

posed on the grounds that it gives unlimited scope for bureau- 

interference with legitimate business, and might, at some 
re time, be converted into a political weapon. 

he National Security Bill is based on two constitutional clauses 

prohibit propaganda of violent measures to subvert political 
social order, and of class and racial prejudices’, and the 
anization, registration, or functioning of any association whose 
‘ramme or action conflicts with the democratic régime, founded 

e plurality of parties and the fundamental rights of man’. The 
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corresponding article in the Bill establishes a minimum penalty of 
two years’ imprisonment for those who organize, direct, join, or 
assist in any way an association that aims at altering the political 
or social order by illicit means. Another article establishes terms of 
imprisonment for those who ‘make verbal attacks on government 
agents, or spread false or alarming news in order to provoke dis- 
order’. Both are opposed as being contrary to democratic principles 
and liable to elastic interpretation. Any attempt to amplify the 
powers of the Executive or restrict individual liberties arouses 
immediate reaction to-day. 

Brazil, in fact, is passing through a phase of transformation. The 
old easy-going acceptance of existing conditions, political, social, 
and economic, has given place to an impatient demand for change. 
A kind of perennial ‘divine discontent’ prevails. Press and public, 
ignoring the advances made in recent years, demand ever quicker 
progress. The improvement in social conditions, the progressive 
modernization of methods of production, the development of 
communications and expansion of industry are forgotten. Only 
the much that remains to be done in this vast, sparsely-populated 
country of limited financial resources is remembered. And this 
restless urge, held in check by hard facts and old-established 
practices, provokes unrest. Reformers proclaim the need for addi- 
tional social services, for which no funds are available. Wage- 
earners, now better clothed and fed, demand still higher pay from 
over-burdened employers. Salaries are raised and hours of work 
shortened, while labour is scarce and producers need new equip- 
ment to maintain output. Federal and State authorities, reluctant 
to slow down development schemes, increase taxation and aggra- 
vate the discontent caused by rising costs of living. 

This widespread uneasiness, a natural product of the time, and 
of no serious import, is fanned by the professional agitators. Com- 
munists, spurred to activity by Moscow, began a campaign of 
incitement to violence when the notorious ‘peace conferences 
failed. Militant Bolshevists penetrate orderly gatherings of citizens, 
assembled to voice opinions on matters of the day, and convert 
them into scenes of uproar, so that the police are obliged to inter- 
fere. Police intervention is then represented as an unjustified 
attack on individual liberties, and public opinion is roused against 
the Government. 

Culturally and socially Brazil is changing. A National Research 
Council has been founded in accordance with the recommend: 
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tions of the Latin-American Scientific Conference, held at Monte- 
video in 1948. Scientific work is being organized on a broad basis 
instead of being left to a few specialized bodies, working inde- 
pendently. New universities and advanced technical training 
centres have been opened, and foreign experts engaged to assist 
in educational establishments and Government departments. 
Ignorance and a low standard of health in the remote interior are 
no longer accepted as inevitable. Federal, State, and municipal 
authorities now combine with charitable institutions and student 
associations to combat illiteracy. Primary schools are being opened 
at the rate of three thousand yearly, and night classes for adults 
are held in public buildings and private homes in every munici- 
pality. A nation-wide campaign has been launched to fight disease 
and teach notions of health and hygiene in rural districts. Malaria, 
the scourge of all low-lying regions, is being rapidly controlled 
with the aid of new disinfectants. Local health services, with in- 
adequate resources, have been brought under a central organization 
which contributes funds, staff, and skilled direction. The ultimate 
aim is to ensure one general hospital bed, with the necessary 
personnel, for every five hundred persons throughout the country. 

At the same time, since the standard of health cannot be raised 
without improving economic conditions, a systematic effort is 
being made to develop the natural resources of backward zones. 
Waterfalls are being harnessed and power stations built. The 
Ministry of Agriculture imports fertilizers, machinery, and pedi- 
gree stock to be distributed to farmers at cost price. Road, rail, 
and river communications are being developed, and each produc- 
ing area is to have its factories to industrialize its own raw materials 
f animal, vegetable, and mineral origin. By these means it is 
hoped to increase supplies of essential commodities at low cost, 
provide remunerative employment, and check the exodus of 
peasants to the towns, where their inadaptability creates a serious 
problem for local authorities. 

Such manifold services impose a heavy burden on federal re- 
sources, a burden which is aggravated by the parallel schemes of 
the Executive and Legislative Powers. In May 1949, in accordance 
with the Constitution, the President submitted the estimates for 
ig5o0 to Congress, with revenue and expenditure approximately 
balanced at 20,000 million cruzeiros, or £380 million. Senators and 
Deputies, eager to assist needy constituencies, added numerous 
regional grants to those already authorized for public utilities and 
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social services, and returned the estimates to the Executive with a 
deficit equivalent to {66-8 million. 

Such exceptional budgetary disorder is attributed to the near- 
ness of the elections, to be held in October this year to elect the 
new President and State Governors, and to renew the Chamber 
of Deputies and State Assemblies. The question of Genera] 
Dutra’s successor has been exercising the minds of politicians 
since March 1949. The 1946 Constitution, unlike that of 1891, 
does not stipulate that the President shall be elected by an absolute 
majority of votes, that is, by more than fifty per cent of the total 
deposited. It is possible, therefore, if several parties nominate 
candidates, that he who secures the largest number of votes may 
not represent the choice of a sufficient majority to ensure stable 
government. 

To obviate this danger, General Dutra has urged the leaders of 
the coalition parties to nominate a common candidate, but old 
antagonisms and party interests have proved too strong. The 
Three-Party Agreement collapsed under the strain, and the Social 
Democrats, unable to agree among themselves, split up into dis- 
cordant groups. Towards the middle of May this year the National 
Democratic Union nominated as its candidate Air Brigadier 
Eduardo Gomes, who was defeated in the 1945 elections, and the 
Republican Party will probably support him. The Brigadier, a 
man of uncomprising attitudes, non-political and highly esteemed, 
is certain to meet with strong opposition in certain political circles. 
A campaign was spontaneously launched in his favour by the Rio 
students at the end of 1949, and has been taken up enthusiastically 
by the people in many parts of the country. , 

Following immediately on the nomination of Eduardo Gomes by 
the U.D.N., the P.S.D. leaders announced the adoption of Sr 
Christiano Machado as their candidate, subject to confirmation 
at the Party Convention, which has been repeatedly postponed. 
The nomination is meeting with opposition among the Rio Grande 
do Sul members, and to a lesser extent among those of Minas 
Geraes, where Sr Machado leads the liberal wing of the P.S.D 
The dissident members of the Party favour Sr Nereu Ramos, 
Vice-President of the Republic and, until recently, leader of the 
P.S.D. They are seeking the support of the ex-Dictator, Dr 
Getulio Vargas, leader of the Brazilian Labour Party, and of 5 
Ademar de Barros, the unconventional Governor of San Paulo 
and leader of the Progressive Socialists. Sr Ademar, who was 
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one time a probable candidate for the Presidency, is now ineligible, 
owing to his reluctance to hand over his post to the Vice-Governor, 
a political opponent, within the period allowed by the Constitution. 
Dr Getulio has a very considerable following among his old 
political friends and among the workers, who received from him 
their first code of social laws. He is being ardently courted by 
several groups, including a section of the P.S.D., but receives all 
advances coyly, refusing to commit his Party until an official 
pronouncement is made at the forthcoming Convention, scheduled 
to follow that of the P.S.D. As confusion increases, so does the 
probability that he will himself become a candidate for the next 
Presidency. 
The situation is unusually obscure this year. A candidate’s 
chance of election is often estimated by the electoral strength of his 
State, rather than of his Party. The united support of either San 
Paulo or Minas Geraes, which have twice the population of any 
other federal unit, is almost conclusive; but this year both are 
Social § sharply divided politically. The two principal parties must, there- 
to dis- J fore, seek party, instead of regional, alliances. The Brazilian 
ational JF Socialist Party has declared officially that it will support no candi- 
gadier § date who does not include in his programme the policy of a State 
monopoly for oil, hydraulic energy, and coal. Communists and 
ntegralists, the only truly disciplined groups, will certainly vote 
s directed by their leaders. The support of the former, although 
their organization has been declared illegal, will not be negligible 
f votes are dispersed among several candidates, and if the general 
public shows little interest in the elections. For in January 1947 
nly 66 per cent of the electorate appeared at the polls. 
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